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Abstract 
Agriculture is an economic sector that is exposed to an array of risks such as climate change, pest’s attack, disease 
and others. In its attempt to sustain and protect this sector, the Malaysian government in its budget 2013 has initiated an 
insurance plan to help farmers reduce losses resulting from natural disasters. Hence, this research aims to investigate 
the relationship between Attitude, Subjective Norms, Perceived Behaviour control, Perceived risk and Intention to 
participate in Agriculture Takaful. Apart from this, the research also aims to explore the risks faced by farmers as well 
as to analyze the farmers need to participate in this risk management plan. 120 respondents which comprise paddy 
farmers in Selangor and Kedah participated in this survey. Stratified random sampling is used to measure the attitude, 
subjective norms, perceived behavioural control, perceived risk and intention to participate in Agriculture Takaful. 
Pearson correlation is used to measure the relationship between variables. The results indicate that the severity of risks 
and most frequently experienced by farmers’ is caused by pests attack. Furthermore, the findings also explained that 
perceived risk and perceived behavioural control are the significant factors that influence farmers’ intention to 
participate in Agriculture Takaful. Findings from the study would be beneficial to Takaful operators, relevant ministries 
and policy makers to materialize the implementation of an Agriculture Takaful plan for this sector. 
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1. Introduction 
The agriculture sector is seen as an important economic arm of any country as it enables the country to generate 
income and thus able to continue the food supply. Despite being an important engine of growth, this sector is 
exposed to major risks. Natural disasters are seen as one of the hindering factors that will also affect investments in 
the agricultural sector. The existence of high risk is likely to undermine the development potential of the sector in 
generating the economy. Hence, if not much investment is channelled into this sector it will reduce the amount of 
production, thus leading to food shortages (Matlabi, 2002).  
In Malaysia, agricultural risks are exacerbated by a variety of factors, ranging from climate variability and 
change, uncertainties in yields and prices, imperfect market ,inaccessibility of financial services and a lack of risk 
mitigation instruments These factors do not only cause danger to the farmer’s livelihood and incomes but also 
challenge the viability of the agriculture sector as it has the  potential to be a part of the solution to the problem of 
endemic poverty of the farmer and the agricultural labor. The agriculture sectors contribution in the rural 
transformation and the national economy is seen along with its structural characteristics require substantial 
government and financial sector interventions to ensure sustainability of this important sector. 
Paddy is a major crop which recently has become one of the focuses of the transformation policy of the 
government. Despite the many government incentives and benefits given to this sector, the paddy farmers are still 
amongst the poorest in the country. Climatic change, natural disasters, diseases and attacks from pests and insects 
are also seen as threats to paddy plantation. The recent budget 2013 intends to introduce an insurance scheme for 
paddy farmers with an allocation of RM 50 million set aside for this purpose and is expected to benefit 
approximately 172,000 paddy farmers. The insurance scheme is introduced to minimize the losses faced by the 
farmers. For example, worm attack on a large scale in Jitra, Kedah, in early 2012, has resulted in damage to the rice 
to a large number of paddy field operators in the area. In addition, the floods that hit several states such as Johor, 
Kelantan and Kedah around the year 2010 have resulted in huge losses to nearly all the land of the peasants. This 
clearly shows that paddy, although highly important, is a crop exposed to high-risk factors. 
 
1.1 Research objectives  
 
The study aims to: 
 
x Identify risks faced by farmers, in terms of frequency and severity. 
x To investigate factors influencing the intention to participate in Agriculture Takaful 
2. Literature Review 
2.1. Demand in agriculture insurance 
Agricultural production is naturally a risky venture. As a result, farmers face a variety of risks such as adverse 
climate conditions, instability in input and output prices, livestock disease occurrence, locusts and pest outbreaks. 
The impact of these risks are more pronounced to most smallholder farmers in developing communities (Makaudze, 
2005). 
Since the agriculture sector deal with the various types of risks, most countries have been practices such as crop 
insurance as a mechanism to deal with certain risks. Insurance is considered as one of the financial risk management 
strategies there have been studies conducted done on a factors affecting producers’ demand for crop insurance. The 
earlier model of demand for crop insurance attempted to analyse producers ‘decisions of whether to take part in crop 
insurance and then to select among alternate insurance products. Sherrick et al (2004) found the impact of factors 
such as degree of risk aversion, risk management practices, production, and financial elements on these choices. By 
using a survey of farmers in Illinois, Iowa, and Indiana, their findings discovered farm size, age, level of debt, and 
yield risk are positively linked with participation in the insurance program and with demand for revenue insurance. 
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Moreover, (Boyd et al., 2011) showed that in their study, the amount of risk taken on by farmer show a positive 
relationship with the attitude to purchase crop insurance. The positive coefficient shows that as farmers take on more 
risk, they are more likely to purchase crop insurance. These results also imply that farmers who take on less risk 
would purchase less crop insurance, reflecting their reduced needs for crop insurance. The risk variable measures 
how much risk the farmer believes they are taking on in their general farming operations. In addition to this, 
previous risk record of the farm that can influence the purchase of crop insurance. Thus, identifying the type of risk 
and impact on each crop  is important and can help improve crop yield and quality (Agahi & Bahrami, 2008). 
2.2. Theory of Planned Behavior 
In order to study the paddy farmers’ intention to participate in Takaful Agriculture, Theory Planned Behavior is 
used. There are three components in Theory of Planned Behavior that explain further the intention to behave, i.e. 
attitude, subjective norm and perceived behavior control. Basically, the Theory of Planned Behavior (Ajzen, 1991) 
is extension from the theory of reasoned action by Fishbein & Ajzen (1980). 
2.3. Attitude 
Ajzen and Fishbein (1980) stated that attitude towards behavior is determined by a person evaluation of those 
outcomes as either negative or positive. An individual is more probable to assume a certain behavior if she or he has 
a positive attitude toward undertaking the behavior. (Ajzen1985).This point was supported by Blackwell, Paul and 
James (2006) indicating that the performance a particular behavior connecting is connected to the individuals’ 
attitude in the object. 
2.4. Subjective Norm 
The second determinant of intention is subjective norm. Subjective norms can be explained as social pressures 
that a person perceives directly to the Individual to engage in a specific behavior. The more social pressure a person 
perceives to connect in a behavior, the more possible it is that the individual will perform the behavior. Subjective 
norms are frequently evaluated by assessing the social pressure a person perceives from a specific individual such as 
parents, friends, relatives or influential people. (Ajzen, 1985; 1991). 
In addition to this, the subjective norms refers to how the social pressure influence to the person’s perception to 
perform the behavior.( Ajzen ,1987). In summary, subjective norm refer to the influence of others towards the 
behavior of an individual. Furthermore, subjective norm is a function of beliefs in the Theory of planned behavior. If 
a person believe that the people around will influence he or she to perform the behavior, then the subjective norms 
should influence the intention of the person to perform the behavior. 
2.5.  Perceived Behavior Control 
The final major predictor in Theory of Planned behavior is perceived behavior control. Perceived behavioral 
control is another determinant added in the Theory of Planned behavior. Perceived behavioral refers to the degree of 
control that an individual perceives over performing the behavior (Chen, 2007; Kang, Hahn, Fortin, Hyun and Eom, 
2006). 
Ajzen (2001) reiterated that Perceived behavioral control is the degree to which a person feels able to connect in 
the behavior. It has been divided in two aspects, which is how much a person has control over behavior, and how 
confident a person feels about being able to perform or not perform the behavior. According to Ajzen (2002) 
perceived behavioral control can report for considerable variance in behavioral intention and actions. Furthermore, 
factors such as time, money, skills can help to increase and control the people perception and increase the behavioral 
intention (Kim and Chung, 2011). 
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2.6. Intention to purchase 
Intention can be defined as a person’s position on a subjective probability dimension linking with a relation 
between himself and several actions. (Ajzen & Fishbein 1975).Another definition by Armitage and Conner (2000), 
on the other hand defines intention as the motivation for individuals to engage in a certain behavior. Based on the 
Theory of Planned Behavior model (TPB), intention is the immediate determinant of an individual behavior either to 
perform or not perform it. According to Ajzen and Fishbein (1975), behavioral intention is define as the individual's 
subjective likelihood that he or she will connect in that behavior. 
The Theory of Reasoned action (TRA), the intention of a person is the determining basis of two functions which 
is personal in nature and the other reflecting social influence. The personal aspect is the individual's positive or 
negative evaluation of performing the behavior. This factor is termed attitude toward the behavior (Ajzen and 
Fishbein, 1980). These two theories have been used widely to predict the person’s behavioral intention as a 
combination of three basic variable attitudes towards the behavior, subjective norm, and perceived behavioral 
control (Randall and Gibson, 1991). 
3. Research Methodology  
This study is a descriptive research employing the survey method through the distribution of questionnaires. 
Questionnaires were personally administered to ensure a high response rate. Using Stratified random sampling, a 
total of 120 respondents, comprising paddy farmers from paddy growing areas in Kedah and Selangor, participated 
in this survey. This sample was used in this study as they would be potential participants to the Agriculture Takaful, 
yet to be introduced in 2013. Besides descriptive statistics, Pearson Correlation was also employed to establish the 
relationship between the variable. Cronbach’s Alpha was also tested for reliability and validity; whereby result for 
alpha for the overall questions is 0.982 indicating that it is acceptable. 
 
3.1. Data collection 
 
The main instrument used in this study is the questionnaire. Stratified random method is employed and 120 
paddy farmers in Kedah and Selangor participated in the survey. 
 
 
4. Research Findings 
 
4.1.  Frequency and severity 
Table 1. Coefficients. 
Risks Frequency                Percentage   (%) 
Most severity: 
Flood 
Drought 
Pests Attack 
Storm 
 
30                                     25.0 
7                                        5.80 
75                                     62.5 
8                                        6.70 
 
Most frequent: 
Flood 
Drought 
Pests Attack 
Storm 
 
 
42                                      - 
10                                      - 
59                                      - 
13                                      - 
   
 In terms of severity of losses, respondents ranked pest attack as highest 62.5%, followed with flood 25%, storm 
6.7% and the lowest is drought 5.8%.In terms of risks most frequently faced by farmers, 59 farmers ranked pests 
attack as the risk they frequently faced by them. Furthermore, 42 farmers ranked flood as the second risk they 
frequently faced, 13 farmers ranked storm and 10 farmers ranked drought. 
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4.2. Multiple regression analysis 
 
  Table 2: Coefficients. 
a. Dependent Variable: Intention to participate 
p value < 0.05  
 
    
Regression analysis of coefficient is used to test the coefficient between the independent and dependent variables. 
The result from Table 4 shows that Beta of Perceived behavioural control is 0.435 followed by Perceived risk 
(0.288), Attitude (0.164) and Subjective norms (-0.054). The results suggest that Perceived behavioural control has 
the highest impact on the intention to participate in Agriculture Takaful. 
In addition to this, only two variables which are Perceived behavioral control (p=0.000) and Perceived risk (p 
=0.005) are significant predictors on the intention to participate in Agriculture Takaful. The others variables which 
is subjective norm (p = 0.643) and attitude (p=0.075) are not predictors of intention to participate in Agriculture 
Takaful. 
 
6.  Conclusion and Implications of study 
 
The findings of this study showed all four dimensions (Attitude, Subjective norms, Perceived behavioral control 
and Perceived risk) can be used to predict the farmers’ intention to participate in Agriculture Takaful. However, the 
findings also suggest that perceived behavior control and perceived risk are the most significant factors in 
influencing the farmers’ intention to participate in Agriculture Takaful.  
On the risks faced by the farmers, the findings identified that risks frequently experienced by farmers are pest 
attacks. However, in terms of severity and economic loss, the risk is again the most severe of risks faced by farmers 
are pests attack. 
Several implications can be derived from this study. Firstly, it can assist Takaful operators to strategize their 
marketing positioning to develop new innovative Takaful schemes for this new market. Bearing in mind that 
Takaful is an intangible product and the farmers were not much exposed to this kind of risk management 
mechanism, training must be aggressively conducted on Takaful representatives when approaching this group of 
potential customers. Promotions must not only be aggressive but consistent. The relevant government ministry of 
Agriculture and agro-based as well as Ministry of finance could also promote and educate this segment of the 
society to further understand the benefits and mechanisms of Takaful. Takaful must be viewed as initiatives to 
minimize losses against uncertainties of risks and not as an outlet to make gains. The Takaful plans must be simple 
and easy to understand with only basic coverage offered. The benefits of Takaful to the agriculture sector are 
obvious. Nevertheless, without large numbers of homogeneous exposures, in this case the farmers, the plan may not 
succeed. The Law of Large numbers which applies to any insurance scheme is only feasible if there is a large pool 
of policyholders. Thus, the government and Takaful operators must continue to promote this initiative so as to get 
the support from the farmers.  
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